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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

in the Matter of

PUBLIC UTILITIES COMMISSION
Docket No. 03-0371
instituting a Proceeding to Investigate
Distributed Generation in Hawaii.
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KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
HAWAIl RENEWABLE ENERGY ALLIANCE'S INFORMATION REQUESTS
COMES NOW, KAUAI ISLAND UTILITY COOPERATIVE, by and through its attorneys,
Oshima Chun Fong & Chung, hereby submits its Responses to the Hawaii Renewable Energy
Alliance's Information Requests.

DATED: Honolulu, Hawai'i, June 16, 2004.

D Do

ALAN M. OSHIMA
KENT D. MORIHARA

Attorneys for KAUAT ISLAND UTILITY
COOPERATIVE



KAUAI ISLANw UTILITIES COOPERATIVE'S RESPG..SES TO THE

HAWAIl RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS

DOCKET NO. 03-0371

HREA-KIUC-IR-1 {Planning: Issue #1).

Response:

Sponsor:

On pages 6 to 8 of KIUC's SOP, KIUC discusses the feasibility and viability of
DG for Hawaii. Would KIUC agree that feasibility and viability will be determined
by the market, and especially one that is competitive and has a level playing
field, and all barriers to market entry are removed? If not, why not?

KIUC does not agree with this statement. With the Hawaii utilities operating as
regulated entities, the ultimate role of distributed generation in Hawaii will be
impacted by the final shape of any regulations that are adopted as a resuit of this
proceeding or otherwise. Further, as a cooperative utility, KIUC has a direct
obligation to its members to provide elecltricity at the lowest cost possible while
taking into consideration the interests of its members. KIUC’s perspective
regarding the feasibility and viability of DG in Kauai is that it should not increase
the overall costs, expenses and risks to members and should not otherwise be
contrary to the members’ interests.

Mike Yamane
N. Richard Friedman



KAUA! ISLANw JTILITIES COOPERATIVE'S RESPC..oES TO THE

HAWAIl RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS

DOCKET NO. 03-0371

REA-KIUC-IR-2 (Pianning: Issue #2}.

Response:

Sponsor:

On page 9, KIUC expresses concerns about potential loss revenues due to non-
utility owned DG. Would KIUC agree that revenue losses would be eliminated or
minimized in the case where a utility is experiencing load growth? If not, why
net?

KIUC's concerns about potential revenue losses due to non-utility owned DG is
focused on the revenue lost (i.e., not collected) from the particular customer or
customers that is obtaining at least part of his energy needs from DG rather than
purchased energy from KIUC. Therefore, KIUC does not agree that utility load
growth would minimize or eliminate KIUC's concerns as it pertains to that specific
customer’s potential to produce revenue for KIUC.

In addition, in the event KIUC did experience load growth and resulting additional
revenues, these additional revenues could be more than offset in the event
additional capacity, facilities and maintenance costs are required to provide and
serve this additional load. In such an event, the revenue losses due to non-utility
owned DG would provide a greater source of concern for KIUC because it would
decrease KIUC’s customer/load base over which to spread out its revenue
requirement, resulting in higher rates being charged to KIUC’s customers and
members.

Mike Yamane



KAUAI! ISLANw, UTILITIES COOPERATIVE'S RESPO..SES TO THE
HAWAIH RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS
DOCKET NO. 03-0371

HREA-KIUC-IR-3 {Planning: Issue #3).

Referencing page 10, is it KIUC’s position that a generic case can not be made
for the benefits of DG? If so, why not?

Response: The statement made on page 10 was not intended to imply that a generic case
cannot be made for the benefits of DG. In fact, KIUC's discussion in Issue 7 of
its Preliminary Statement of Position recognizes some of the benefits that may
result from DG. Instead, the statement was made to illustrate KIUC’s opinion
that it is difficult at the current time to make any reasonable determination as to
what specific forms of distributed generation are feasible and viable for Hawaii
due to various uncertainties and variables, and that such a determination can
only be made at the current time on a case-to-case basis weighing the benefits of
the DG with the costs/expenses/risks and the interests of KIUC’s members,

Sponsor: Mike Yamane



KAUAI ISLANu UTILITIES COOPERATIVE'S RESPGSES TO THE
HAWAII RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS
DOCKET NO. 03-0371

HREA-KIUC-IR-4 (Planning: Issue #3).

On page 11 and later on page 14 (Impact: Issue 9), KIUC indicates there are
potential risks, including a failure to gain anticipated DG benefits, if there is an
extensive or non-controlled infusion of DG. Would KIUC agree, therefore, that
DG should be planned in IRP, and, specifically, that areas for DG development
should be identified for implementation? If not, why not?

Response: KIUC is currently undergoing an IRP framework revision based on a cooperative
philosophy that will be submitted to the Commission by the end of 2004, which
will take into account the possibility of DG. As such, at least as it pertains to
KIUC, KIUC generally agrees that DG should be considered as part of the IRP
process.

Sponsor: Mike Yamane



KAUAI ISLANu UTILITIES COOPERATIVE'S RESPG..3ES TO THE
HAWAII RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS
DOCKET NO. 03-0371

HREA-KIUC-IR-5 {Impact: issue 6).

Referencing page 12, could KIUC provide an exampie to illustrate why DG would
result in minimal savings due to small reductions in transmission line losses?

Response: See the response to CA-SOP-IR-32.

Sponsor: Mike Yamane
N. Richard Friedman



KAUAI ISLANw UTILITIES COOPERATIVE'S RESPO«3ES TO THE

HAWAII RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS

DOCKET NO. 03-0371

HREA-KIUC-IR-6 {Impact: Issue 7).

Response:

Sponsor:

On pages 12 to 13, items (b) to (d) are listed by KIUC has potential externalities
costs and benefits from DG. Could KIUC comment on why these items are
externalities (i.e., those costs and benefits that are not presently accounted for in
our current energy transactions)?

“Utility revenues lost to distributed generation projects”, as referenced in KIUC’s
response (b) to Issue 7, are externality costs because they involve anticipated
revenues from energy sales to a customer that were not received because the
customer met these energy needs with their on-site generation. It represents lost
opportunity sales and revenue that, if received, could have lessened the costs to
other electric customers.

A minimized need for transmission and distribution lines and other utility
infrastructure upgrades as referenced in response (¢) to Issue 7 is an externality
benefit because it represents a reduction in the amount of lines and upgrades
currently accounted for and projected to be required based on the utility’s current
needs.

A customer’s “benefit by having an alternative source of energy”, as referenced
in KIUC’s response (d) to Issue 7, is an externality benefit to the customer in that
it represents possible intangible benefits a customer may feel (e.g. using
renewable generation, less dependence on the utility).

Joe M*Cawley



KAUAI ISLANw UTILITIES COOPERATIVE'S RESPUSES TO THE
HAWAII RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS
DOCKET NO. 03-0371

HREA-KIUC-IR-7 {Implementation: Issue 9).

Referencing page 16, paragraph (e), wouid KIUC's concerns about potentiai
degradations to their system be mitigated if DG were required to meet IEEE-1547

and other appropriate standards?

Response: One basis for interconnection standards is to address the concern of potential
degradation caused by DG interconnecting to an electrical system. KIUC
believes that IEEE-1547 contains language that, when followed, would minimize

some of KIUC's concemns.

Sponsor: Joe McCawley



KAUAI ISLANw UTILITIES COOPERATIVE'S RESPUWSES TO THE

HAWAIl RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS

DOCKET NO. 03-0371

HREA-KIUC-IR-8 (Implementation: Issue 10).

Response:

Sponsor:

Referencing page 18, does HREA understand correctly that KIUC is proposing to
install a CHP DG at a customer’s site, charge the customer the retail rate
appropriate to the customer’s class of service, and then allow the customer to
benefit from the free use of the waste heat component of the CHP, in exchange
for free rental of DG facility site on the customer’s premises? Given this
approach, would KIUC be willing to partner with non-KiUC energy service
providers for installation, operation and maintenance of the DG facility?

As stated in KIUC’s response to Issue 10, KIUC is evaluating options associated
with ownership and operation of generation located on a customer’s property.
As KIUC stated in response to Issue 2, KIUC currently does not intend to place
any limitations on who should own, operate or maintain a DG facility as long as
the facilities can be operated and maintained in accordance with certain industry
standards and as long as no material concerns remain after an analysis that
takes into consideration, without limitation, the considerations set forth in

Article Ili, Section 9 of KIUC’s Preliminary Statement of Position. As such, under
the right conditions, KIUC would consider partnering with a non-KIUC energy
service provider for some or all aspects associated with the design, installation,
operation and maintenance of a DG facility.

Joe McCawley



KAUAI ISLANw UTILITIES COOPERATIVE'S RESPUSES TO THE

HAWAII RENEWABLE ENERGY ALLIANCE’S INFORMATION REQUESTS

DOCKET NO. 03-0371

HREA-KIUC-IR-9 (Implementation: Issue 10).

Response:

Sponsor:

As a follow-up to HREA-KIUC-IR-9, would KIUC support DG implementation in
the following manner. KIUC specifies areas and amounis of desired DG and
then solicits (in a competitive bidding process) for DG proposals from potential
DG customers and ONLY non-KIUC energy service providers? if not, why not?

KIUC is in the process of evaluating DG ownership, installation, and operating
and maintenance procedures and policies appropriate to a generation,
transmission and distribution electric cooperative on Kauai. At this time, KIUC
has not determined the applicable role that either competitive bidding or non-
KIUC energy service providers will play in these policies and procedures.

In general, KIUC anticipates an implementation scheme or schemes that would
allow DG facilities to be installed in 2 manner that best meet the needs of KIUC’s
members.

Joe M*Cawley



CERTIFICATE OF SERVICE
t (we) hereby certify that copies of the foregoing document were duly served on the

following parties, by having said copies delivered as set forth below:

DIVISION OF CONSUMER ADVOCACY 3 copies

335 Merchant Street Hand Delivery
Room 326

Honolulu, HI 96813

THOMAS W. WILLIAMS, JR., ESQ. 1 copy
PETER Y. KIKUTA, ESQ. U.S. Mail

Goodsill, Anderson, Quinn & Stifel
Alii Place, Suite 1800

10989 Alakea Street

Honolulu, Hawaii 96813

MR. WILLIAM A. BONNET 1 copy
Vice President U.S. Mail
Hawaiian Electric Company, inc.

Hawaii Electric Light Company, Inc.

Maui Electric Company, Limited

P. O. Box 2750

Honolulu, Hawaii 96840-0001

MS. PATSY H. NANBU 1 copy
Hawaiian Electric Company, Inc. U.S. Mail
P. 0. Box 2750

Honoluly, Hawaii 96840-0001

MR. ALTON MIYAMOTO 1 copy
President & CEQ U.S. Mail

Kauai Istand Utility Cooperative
4463 Pahe'e Street
Lihue, Hawaii 96766

GEORGE T. ACKI, ESQ. 1 copy
The Gas Company U.S. Mail
P.O. Box 3000

Honolulu, HI 96802-3000

MR. STEVEN P. GOLDEN 1 copy
The Gas Company U.S. Mail
P.O. Box 3000

Honolulu, HI 96802-3000



MS. GAIL S. GILMAN
The Gas Company

P.O. Box 3000

Honoluiu, HI 96802-3000

BRIAN T. MOTO, ESQ.
CORPORATION COUNSEL

County of Maui

Department of the Corporation Counsel
200 S. High Street

Wailuku, Hl 96793

CINDY Y. YOUNG, ESQ.

DEPUTY CORPORATION COUNSEL
County of Maui

Department of the Corporation Counsel
200 S. High Street

Woailuku, HI 96793

MR. KALVIN K, KOBAYASHI
ENERGY COORDINATOR
County of Maui

Department of Management
200 S. High Street

Wailuku, HI 96793

MR. WARREN S. BOLLMEIER |l
PRESIDENT

Hawaii Renewable Energy Alliance
48-040 Konane Place, #3816
Kaneohe, Hawaii 96744

MR. JOHN CROUCH
Box 38-4276
Waikoloa, Hl 86738

MR. RICK REED

Inter Island Solar Supply
761 Ahuza Street
Honolulu, HI 96819

MR. HENRY CURTIS

Life of the Land

76 North King Street, Suite 203
Honolulu, Hl 96817

1 copy
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail

1 copy
U.5. Mail

1 copy
U.S. Mail

3 copies
U.8. Maii



SANDRA -ANN Y. H. WONG, ESQ.

1050 Bishop Street, #514
Honolulu, Hawaii 96813

CHRISTOPHER S. COLMAN, ESQ.
Deputy General Counsel

Amerada Hess Corporation

One Hess Plaza

Woodbridge, N.J. 07095

MR. MICHAEL DE’'MARSI
Hess Microgen

4101 Halburton Road
Raleigh, NC 27614

MR. JIM REISCH

Vice President & General
Manager-Engine Division
Pacific Machinery, Inc.
94-025 Farrington Highway
Waipahu, Hawaii 96797

LANI D. H. NAKAZAWA, ESQ.
Office of the County Attorney
County of Kauai

4444 Rice Streset, Suite 220
Lihue, Hl 96766

MR. GLENN SATO

ENERGY COORDINATOR

c/o Office of the County Attorney
County of Kauai

4444 Rice Street, Suite 220
Lihue, HI 96766

JOHN W. K. CHANG, ESQ.
Deputy Attorney General
Department of the Attorney General
State of Hawaii

425 Queen Street

Honolulu, Hawaii 96813

MR. MAURICE H. KAYA, P.E.
Chief Technology Officer
DBEDT-Strategic Industries Division
P. O. Box 2359

Honolulu, HI 86804

1 copy
U.S. Mail

1 copy
U.s. Mail

1 copy
U.S. Mail

1 copy
U.8. Mail

2 copies
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail



MR. STEVEN ALBER 1 copy

Energy Analyst U.S. Mail
DBEDT-Strategic Industries Division

P. O. Box 2358
Honolulu, HI 96804

DATED: Honolulu, Hawai'i, June 16, 2004.

KonO 0.~

ALAN M. OSHIMA
KENT D. MORIHARA

Attorneys for KAUAI ISLAND UTILITY
COOPERATIVE



